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REVIEW &, OUTLOOK

Disconnect the Local Phone Monopoly
By WAYNB 8cHBLLB

After 68 years, we onaDy have a new
communications law. CoqretI palled It
by a larp IftU'IIn, and the president
signed Itwltb p-eat c:eremodY. But now It's
up to the Fedenl Communications Com
mlssloft to dedde just how pro-eompetltlve
the new poUdes wiD be..

c..unaen wtI beDeftt from the new
law beeaUle It ...... breUIIII the loeaI
telephone Hnlce 1DlIIlCIfIIIY. In return,
the BeD compadtes will ~ allowed to pr0
vide Ionr-dlltance IeI'YIce for' the Ont
time since the breakup of 4Tlrt. Acom- ,
IIII' Pee dedIIon· on "1Dten:onnedIon."
the rlIht of new Competltan to connect to
the local telephone network, Is the ftnt
test 01 whether the new policy wiD suc-
ceed. .

Interconnectlon prIcInt bas tied up the
FCC, carrten. eon,rea and the courts for
decadeI battIIIIr mer lIIues sueh u the
fees that 1oRI-dIItance eompanIeI and eeI
tolar carrlen mull pay IocII phone com
panIeI to "tmIdnate" calli on IIlCDIfOIY .
networb. WIth 10 many IaWJUl. ac:coun
tants, bunauc:rlts and 10IIbJIIII resoIYInr
theIe questlons, real competition hasn't
emerpd. .

In a tentative dedsion of remarkable
simpUdty but eDOl'lllOUl Importuce. the
FCC alread)' bas ml1'ted a chanIe of
course. The FOe propoeed new rules to al
low Intermnneetfon -for "wireless" carri
ers, which 'Indude not only exlstln. cellu
lar ftrms but alIO new penonal communi-

, cations senIces compIIIIts. IItt mine
i (which Is mllteted U "SprInt Spectrum"

PCS In WuldqtonlBaltlmore). Under
this tentative decision, companies like
mine would be able to compete on an equal
footlnr with .....ts like the Bell compa
nies. We wou1d be able to offer a real al
ternative 1ft resldeiltlal phone service.

New servlees would be provided by a com
petitive marketplace. Consumer prices
would fall.

As many have observed, however, m0
nopolists universally recommend eompetl
tlon for all markets other than thetr own.
The FCC's tentative decision to spur com
petltlon wHI be attacked by lawyers and
~ for thole who would presene
theIt loeaI monepoIIeI at the e...... of
permittIIIc new IJeI'YIqI and lower prices
(or~~~ we can take ad-,

The FCC's tentative
decision to spur competi~

tion will be attacked by
lawyers tmd lobbyists Jor
those who would preseroe
their local monopolies at
the expense of permitting
new sefvices tmd lower
prices for subscribers.

vaatqe of the FCC's proposed intercon
nection polley. It must be finalized In
rules. Whether a pro-eompetttlve polley
can survive the riIOI'S of the regulatory
process remains to be seen. '

DeIpIte the lore that lias '-n built up
around It. "biten:onnectJon" II not an ar
cane topic just for economists, accoun
tants and lawyers. BIIeDtIaIIy. It means
acc:ea: can new competltors like my
company have ac:ceas to the millions of
sulJlcrlMrs that have had no cboIce for
deeades but to subscribe to monopoly
telefbOOe service? If we cannot send

calls to those numbers on a fair basis,
we will never be able to offer residential
service.

Under current, non-replated "private
necotlatlons," Bell companies ~
new competJtors as much as three cents
per minute Just to send these calli
throulll thelr systems, even thcJuch the
COlt of IeIldtDf tIteIe caJIs Is next to DOth-
lDr. TIdI eta new c:ompetItors fnJm
ever off ~tlve service-the av-
erare resJdeAtIal· caller uses 1,200 m'n
utes per month, aDd the Interconnection
charJe for that month alone would be $36.
The moaopoIy earrler offers Its own
phone semee for half of that amount. Ob
vIouIIy, no new competitor can tlDter that
martel.

Under the FCC's common-sense pro
poaI, telepItone eompanles would follow
the same prtdnf for competitors as they
do for neiJIIborInI telephone companies.
Bacb carrier thltlRltlates a caD keepl the
cqJtomer charpI for that call, and simi
larly..to terminate caHI ortpaatln.
on otlten· networks at no charp to' those
carriers, width likewise keep all the
dtarpI. It's called "bHI and keep," and
It's the same polley that has been behind
the eXplosIve rrowth of the Internet. If
adopted, It wHI play the same role In
spurrlne new comiJetltlon as It did In ex
pandInJ Internet access. It doesn't require
a hup bureaucracy and endless Iltlptlon,
as current poIIcles do.

Tellphoae IIIOIIOpOIles wiD claim this Is
.uofalr IIeeause lOIResaof teIepbcIne traf
fic roes fnJm the wireless callers to hard
wired pbaIIes; therefore, they say, wire
less companies im)JOle more eosts on them
than do nefIhIJorInrphone compan'es. But
these facts are baled on a cellular model
that II a relic of the past. Our service in
Washington/Baltimore gets Just as much.

trafflc from Bell Atlantic subscribers as
Bell Atlantic aets from ours. .

Because the ftrst minute of '" our In
bound calls Is free to our IUblcribers and
because we have Intesrated voice mail,

,our subscribers ctve out theJr nUJJtbeb
and receive a hlch volume of ca.... In.Bb
rope, the same patterns have appeartd
wben new PeS 1eI emerp and fol-
low It's a lint taI&e be
real~ In the market for real
dentJaJ and ~. telephone service.
And I~ IS dali eii-monmerit for a "bin auld
keep" polley.' I

If this comPetition is allowe.:. to Dour
Ish by anew, eauptened IIItercoDRectlo
polley, all sides wID benefit. New eom
peuton win enter the market and prices
to COIIIUIIIeI'S wiD faD. Good neW' joIrlI WIll
be created-in an era when ATIrT aqd
the Bell compaaJes are laylaroff workers
by the thoulands, cornpanlel like mine
are growlnr exponentially. We have ....
from 4G workerI to .. In the put year
alone, and we are hIrInr literally eYeiy
day. Rven local phone eompeniel won't
be harmed by this new polley.. NeW' ser
vices and lower prices stimulate demand,
whlch creates a bitter economic pie for
everyone.

In the midst of attacks on "blr JOvern
ment," It Is worth poIntinl out III Instance
when aovernment does tomethlnr rlpt.
This is what the new communlcatlonalaw
Is supposed to be about: more competition
and leu lO"emment. ConIntuiallons to
the FCC on a proposal that worD apinsl
the monopolists and theJr lobbyists.

Mr. Sdtelle is the chaiman andftmnder
of Amerlcmt PersoIIal OJmmlUlimtimts. the
jfTst windess PeS provider. He also was.a
pimteer In the cellular industry. !UII:nding
CP.11t11nr On,. in Wm:hi"nr"" .


